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: prelilinary mode of conhunity economic develﬁpnent;
processes, consisting of a systea of simultaneous equatiens, is used
to describe how these processes influence changes in median fanily
4ncome and income inequality. The analysis was performed on 61 -
~racially mixed counties in. Alahana, using 1960-70 census data.: Social i
“and -demographic variahles used were a Gini Index of Income Inequality \,
'in . 1960 and changes in labor-force participation, lanufacturing,
‘managers, . and in white and black shares of mal eaploynent Other
" wvariables were measures 0£-1960~70 income distribution, 1960 -median
falily income, proportion of -black male labor force in 1960, .
-professionals, high school education, and felaze-hegded families.: The °
model suggested that in urban' colgunities, incdme distribution '
pattern%.are favorably influenced’by division of labor at =
professional and managerial levels, while in low income connunities,
,aanufacturing is the path fo increased mediax incomes,. Increase in
labor force participation was the key to avera e increase in-median
“-3ncome and reduced ihcome inequality in mid and lower-middle class
* communistiés. Racial disparities vere evident in‘all cases, but in all
;.communities, increases in~ education led to increased incomes and: '
. indirectly to reduced incone inequality. This indicates that .
strategies for rural colnunity development should he related to
“schools ‘and education. (RS) :
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deye]obhentUﬁﬁbceéses and hqw qhey iﬁ%]ueﬁce;éhanges in median family

inCome.and?income ineqha]ity!i#-pﬁesented. Thé'analys;s iS'perforhédA o

' oh'6]-racia1iy mixed counties of Alabama using 1960 and—1QJ0 census. .

In urban communities, income &istribution quterns are favorably | o

' inf]uéncedlthrough_the'divisidn of labor, at professidna1'and'manageria];

" keep pace with the average -ifcrease in median income and reduce income

'~1eveTs.,vInllow;incomé cotmunities MgnUfaéturing is the typical pa;h c )
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1nequal?‘ R working at more jobs per family R'c1a1 disparities are_

-f—w—~evfdent "~g?1 eases./ However, reqard]ess of cohmunity type. 1ncreeses

. . in education 1ead\to 1ncreases in incomes and 1nd1rect1y to declines
1n 1ncome dnequali&y.' Strategies aoo\action programs re]atinq
Zf; edqution and schoo]s to rura] community development programs are
ﬁ”' S
( Jﬂdicated S N"x7 ARV . ,
“h{.' The first section of the report discusses the theoretical mode]
explaininq chanqes in 1ncome and 1nc(/e 1nequa11ty. Second an
empirica1 test of the model 1s presented o
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THEORETICAL MODEL - -

P

iiffmi ’”7miné“855ééénve of th1s paper 1s to construct a pre11m1nary mode] of

" the change process forwmed1an income and 1ncome 1nequa11ty. Here, census v

v

jh data for 1960 and 1970 have been used to construct a model of 1ncome

",and 1ncome.1nequa11ty fior 61 racially m1xed count1es in ATabama. ‘The |
model re1ates basic ec nom1c deve]opment processes as mediated by
' changes in the rac1a1 domposition of ‘the labor force to the rates of, ~

~change in the income. 1nd1cators. In the foTTow1ng sect1ons. the

construct1on and anaTysﬂs of this modeT w1]1 be descr1bed
o 2 ST
Income D1str1but1on Ind1cators : ,f‘

U

| “The’ overaTT performance of a state s economy is common]y evaluated
.~ in. terms of increases in the median family 1ncome. It 1s po§%1b1e that
median fam11y 1ncome would increase due to—the 1ncrease 1n income of. .. '
'ponly those fam111es at the median or above wh11e fam11y 1ncome below
the med1an fa11s to. 1nc$ease. Th1s set of c1rcumstances wou]d resuTt
“in greater 1ncome 1nequa11ty w1th1n an economy. Therefore, in add1t1on
Ito med1an 1ncome, an 1nd1cator of 1ncome 1nequa11ty shou]d be monitored.
_ A G1n1 Index of Income Inequa11ty is common]y used for th1s purpose *
'v(Horgan. 1962; u.s. Census, 1967) ATso *income f1qures are normaTTy :
;adJusted for increases-in the cost of 11V1ng to yield a measure of - .
. reaT 1ncome.f These data have the disadvantage of not be1ng coTTected

jrout1ne1y at)TocaT county TeveTs. Therefore, in this: studyﬂit is

Q@ssumed that 1nf1at1on, and dec11ne in the vaTue of the doTTar, is

t
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g |
’ constant from county to county. |
-?f~f4w?*y ------ For- thig- purpose of examining the deveTopment process, “the rate of .
" change in median 1ncome between 1960 and 1970 (AMI) 1s caTcuIated " The.
't. average TO-year rate of 1ncrease 1n median family 1ncome for ATabama
count1es was 106 3 percent compared with 81.9 percent 1ncrease for the
U, S Of course the 1960 med1an ﬂncome (MIGO) in ATabama started at a .
. ':'much Tower base of $3, 937 éompared with the U S base of $5 421 in 1960
Also 1n this study, the G1n1 Index of Income InequaTity was '
I c0mputed for aTT count1es in 1960 and 1970 and the. rate of change(was
. caTcuTated (AII) For Alabama countnesfwon_the average, AI;- dechned-

" . 9.5percent, = . ~:a P -«jh-' o

, The standard dev1at1ons adong Alabama count1es for AII and AMI
were 4 52 and 26.44 percent e spect1ve1y. This suggest that thére is
‘Tcons1derab1e variation In thé success of 1mp1ement1nq the deveTopment |
. process across ATabama. The model is des1gned toeest1mate “the reTat1ve
.effects of the hypothe 1;ed causes of this var1at1on. L “»ﬂ a fg'
I d1cators of Econom1c Act1v1ty
N Increasing med1anl1ncome and declining income 1nequa11ty w1TI .
accord1ng tOgtheOFy (Kuznets 01955, Leu1s, }955), occur simu]taneously -
as an economy deveTops Low-income economies are typ1f1ed by
”V,concentrat1ons of 1ncome 19 the hands, of a few.\ Once’ 1ncomes have T
: concentrated suff1c1ent1yc‘the few will seek out: new. 1nvestment oppor-
.tunities to cap1ta11ze on the ava11ab111ty of reTat1ve]y 10w~cost Tabor.
.'Thus, manufactur1nguact1v1t usuaTTy 1ncreases. The rate of chanqe 1n
the pengent of the Tabor force empToyed in manufactur1ng between 1960

- :and 1970 (AMNF) is expected to 1ncrease most rap1d1y yhere MIGO was‘Tow |
& ' '
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and IIGO was high.l In- turn AMNF 15 eXpected to have a pos1t1ve effect ;'.
%f‘ ~-on- AMI and~1ndirect1y 1ead to-a- dec]zn% in. AII. There 1s a]so the . ‘ﬂaﬁ“::?

.

possibtlity that certa1n types of 1ow-wage manufactur1qg 1ead to'. f '; - ;

e

'f_ﬂ exploitation an un eremp]oyed b]ack 1abor force a d thus, 1nd1rect1y,

- to, an- 1ncrease.1n 1ncome 1nequa11ty (See W11cox, 1977

BN . -t
B '

theories of expho1tat1on)

\ for a suﬂhary of '.

'\ . P

Deve]opment in the adm1n1stra ve, pus1ness.and f1nan¢1a1 gector 4“"'%

is not dependent upon a 1ow-wage labor® force. It 1s ‘more 11ke1y that such

econdm1c act1v1ty thr1ves on h1gher wages. H1gher 1ncome'commun1t1es -

attract more profess1onals (centers of government, federal t1tut1ons, ‘
un1vers1tfes, etc) In turn, more profess1ona11zat1on typ1ca11y 1eads

1

»~,

N ,to 1ncreased spec1a11zat1on an? d1V1s1on of 1abor and the dnp]oyment of
strat1ve and buS1ness act1v1ty, typ1saT1x\\\
A

L more manager1a1¢skglls.4 Adm1n

| the doma1n of white ma]es as; oppo§ed“to women or b]ack$s may ‘then be

expected to lead to the emp]oyment of more wh1tes ma]es (Daymbnt, 1977).
=
0n1y to. the extent that bTack cap1ta11sm and po11t1ca1 1nf1uence has

. taken Jroot would this structura] ‘effect be expected- to decT1ne (W11cox, -
1977) In turn, more ehployment due to manufactur1ng or spec1a11zat1on
p of serV1Ces would 1ead to Tncreased med1an 1ncbme, AMI To make the
h c1rc1e comp]ete, h1gher 1ncomes shou]d 1ead to more bus1ness lnvestment
and more managers. - As 1n the case of manufactur1ng, deve]opment of the
, adm1n1strative‘and bustpess~sectors, is expected to lead to 1ncneas1ng
1ncomes. AMI and to a dec11ne in, 1ncome 1nequa]1ty, AII
Nhi]e manufactUrﬂng emp]oyment is expected to grow most rapd11y in
_ the 1ow-1ncome commun1t1es and manager1a1 emp]oyment most rap1d1y 1n S
;;: the profess1ona1 and urban c un1t1es, 1abor force part1c1pat1on 1s_f -

- l

¢ . more 11ke1y to- tncrease*ﬂn m1dd1e or 1ower-m1dd1e c]ass commun1t1es. : "<j/
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L pation may. also be increasing more rapidly in predominant]y white
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hese communities have 1arger proportions of working women and fami]ies .

il

p

, ”'-perhaps the most comp]ex mechanism in the ana]ysis of the c ange of

f1
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e

’

difference scores with their respect1ve signs (+ or =) are d1V1ded by

\_/\\

| I\communities which increase their participation in the labor force are

'-of b]ack and white ma]es. ’If we. observe on]y the difference betwee'

z ‘ot

with two or more jobs. imile they have to work more hours per fami]y,

ike]y to reduce _ncome inequa]ity (Sale, 1972). Labor force partic1- _

ommunitje;, Historica]]y, b]ack families have had a greater propor-
)

ion of mu]tip]e‘- earners than white fami]ies In recent years th'lS }
roportion has been declining (Census/ 1974), " '

', Tracing the expected inf]uence of community racia] composition is [

~

ncome distribution during the 1960s. Fema]es regandl s of ace sti]]

]

"~

“gfi tended to be emp}oyed in 1ower or 1ower-midd1e income p?51tions. Thus -

he biqgest differences shou]d be obserVed between employment sta

he proportions of emp]oyed males which are white in.1960 and 1320
xcept for a reversa] of signs (+ to ~ or V1sa versa), it is exactly .

hie same as for the emp]oyed males which a;s b]acks Such an abso]ute

ifference score does not reflect the change in b{ack or white male L§,-

emp]oyment reiative to 1ts or1q1na1 proportion. However, when the y

e

/ 1

the proportions for th races respective]y, two variab]es are. derived

C

(

T r!

ne reflects the re1at}ve4thange in the b]ack share of male employment

AMBE) and ‘the other mirrors chanqe 1n the white share of ma]e emp]oyment ‘

AHNE) ~ The' magnitude of these.vgriables is largely due to.a uniformly

A

apid out\migration of b]ack males from the rura] South A second

/det inant is. ‘the more variable but 51gn1ficant 1n~m1gtation of

techhica]ly-skil]ed white ‘males. éommunities w1th a proportionate]y

. . ’ . :
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o 1arge b]ack-ma]e 1abor :i;ce 1n 1960 wou]d be expected to show an
.";;:. : 1ncrease\1n the white-ma]e share (AMHE) even though the tota] 1abor R
| .J#Aj; force may_.have declined-‘ In turn, AMBE wou]d be expected to have a

- ;fpositfve regression effect upon AII, j.e., as MBE decreases, II a]so
at decreases. “In the trad1t1on of 1ow-average wages for b]ack ma]es, 1t
‘1s also expected that AMBE wou]d be’ negat1ve1y assoc1ated.W1th AMI.

' Thus both the direct effect and the mdmect/ effect of AMBE upon a1l
would be pos1t1ye. | .’f
e It should be acknow]edged in the mode] that any variat1on in the
o chang1ng proport1ons of‘h~useholds headed by fema]es wou]d have a d::ect

itive effect upon income 1nequa11ty computat1ons ‘based' on)fam1]v -
e '

(Nhee]ock 1974) i‘_' o { :
F1na11y, past 1nvestments of the conmun1ty in prOV1d1ng ‘a high -

schoo] educat1on for its popu]at1on‘shou1d have a posit1ve 1mpact upon

_*;'median -income (ANI) and thus 1nd1rect1y contr1bute‘to a decline in * 4

- P
o 1ncome 1nequa11ty (AII) Perhaps the. ver1able wh1ch comes c]osest to

. S%1ng man1pu1ated by po]1cy is the pe{cent wdth a h1gh schoo] ‘education..
,Even when sex, age, and race d1ffereyé’sAare taken into account the ** -

I effect of educatlon upon 1dcreas1ng income ho]ds (G]1ck and M111er,

’“1956, Mi]]er, ]966, Aigner and He1ns, 1967).

N ) . . -

o ' O
v THE SIMULTANEOUS_EQUQTION MODEL \\

The mode] used to descr1be t '-comp]ex 1nterre1at1onsh1ps that C

obta1n between components of th' chang1ng economﬁ and the income

d1stribut1qn process cons1sts f a systeém of s1mu1taneous equations.




gﬂas the rate of change in the percept of afkl employed 1n 1nduftry,

'.Ablack share of male emp]oyment (AMBE) as descr1bed a

sa-«\ | o | . } o

-im__,umjndjcators to. changes 1n components of the. changinggeconomf'such as-

—
- -

1ncreases in education, manufacturing or business activity
S
Data’/n 61 A]abama counties;w1th a black popu]ation of 400 or A
re 1n 1970 from the U. S Bureau of, the Census (1961 and 19714 have

‘ -

’ been used to estimate the parameters of this model . 'T* IR

o)

. . . ' B o .
. ' o F
L . . -. A ce ’
. . S0y .
; ) A¢ & . oL : : .
v, o . . X X P - u

) ~~ Endogenous Variables ] Ce . , o
o | : = S
r . . Lot ) ‘ 1y . ‘ ," . . Lo . \ .
‘ The made] accounts for var1at10ns in a set of endogenous variables

that characterize econom1c deveTEBment and -income dﬂstr1but1on proces\ES// |

The' social. and demograph1c var1ab1es used to model the economic
° \

- development process are a G1n1 Index of Income Inequal}ty in 1960

'(IIGO), change in 1abor-force part1c1pat1on (APLF) measured by the 10- f'"

year aggregate rate of chanqe in the gercent of a11 persons 15 years

» .

‘_and o]der, Who are in' the labor force; %maﬁ?factur1ng (AMNF) measured -

| who are 1n man facturing, managers (AMNG) measured by the rate of change

,fw the percent of 11 report1ng occupations, whose reported occupat1on <;'-_
%»'

fa]]s‘1nto the ee\sus category of managers and adm1n1strators except
farm; and finally, the*wh1te share of ma]e emp]oymenzZSAMNE) and the
0

5

The income d1str1but1on°var1ab]e§;are the. percent change in fedian - /

‘1ncome, 1960 to 1970 (AMI) ’pd the percentage chanqe in "the Gin1 -
' Index of Income Inequath, 1960 to 1970 (AII) | //
) R /
: i ot ® «\/\‘ .
’ o N / |
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Predetepfm'lned variables. consist of . exoqenous var1ab1es. They
'Inc'lude the. med'lan 1’3ﬂy 1ncome of 1960 (HIGO) the proportion of the

ma'le 'labor force wh1 was- black in 1960 (BMGO), profess1onals (APR)

' .measured by the rate of change"in the propor’tion of the 1abor force
/ composed of professiona]s high, school educat1on (AHSE) measured as thef&
/ Vrmate of _change 'in the proportion of the populatwn 25 years og over who

| have compl eted 12 or more years of education, and fema]e headed N .
. famihes 1ndexed by the rate of change 1n thé proport1on of 1"amﬂ'ies*'l
N\ headed by a siﬁq]e parent (QOPF) Cﬂb]e J shows the 1nterre1at10ns

‘among the two sets qiiamab]es - . I o .

by -

~

The strucj:ura] mode] 15 graph1ca11 y represented in Figure 1

U , W
: Identifj#ation of the Hodel

’ .y . - . . . . ' -

S : o)
"This modekns ident1fied q‘s descr1bed by Anderson (1973 289)

* Before estimating the Earameters of the _
" structyral -equations, it is necessary to déte¥hine ,
.whether or not a sufficient number of constraints - ‘9 .
, " have been imposed on the set of equations sp that ( s
. the parameters can be fdentified. Otherwise there ' : .
: <w111 be an infinite nimber of sets of parameter LN
values that are compatible with both the data. and o L
o the restrictions, .and. the structure of the model™ LT
',__/3 - cannot be determined (Christ, 1966). 'In the type . o
of model presented here, where the only constraints '
‘"imposed. are that certain variables do not appear '
o in certain 3quations used' to predict values of the
- endogenous * ariables, Fisher (1966) provides a
. " means - of detérmining whetlier or not each equation . . _ :
SC o i identif:led An equation is identified if a) . . ' .
- number of variables equal to one less than the R
total nugper of equations is exclu d from that/ s -—

eQuation. : - -7 . T ( - .\
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' ffu..'i7 ' Ln the present model an equatier is 1dent1fied if seven variables
- are exciuded from the equation~ Inspection of equations (i) through

'”-i:(B) that appear in the section on structural equations indicates that

v

B r,tali o(:these equations are 1dent1f1ed
“Estimation and Intérpretation of Made]. Parameters
' ‘. ."h';__" . ;. .. ‘ = . N | / N | ‘ | -
A two-stage 1east square technique has been used to estimate - =
- N s
: _parameters of- the . mode] s1nce ordinary 1east squares wou]d prov1de ) _
. parameter estimates that are both biased and inconsistent (Johnston, ”
5;':-* - T963 Go]dberger, 1964) In the first staqe»of this method, each
endogenous variable is regressed ‘on a]] of the pregetermined variables,_ f

J >

using ordinary ieast squareSs In the’ first-stage an- additional

F e

predetermined variable was used to§est1mate the endogenous variables
included in the mode] This variab]e was - the 10-year rate of chanqe |
- in theitotal popu]ation.“ Fisher (1971) and Heins (1975) d1SCUSS the -
‘ merits of this approach'and Ande:soh (1973) 111ustratbs Tt use.
o Next observed values of the predetermined variab]es are substituted
_iinto these equations in order:.to estimate the va]ues of the endogenous-
variabies.‘ In the second stage, the parameters of ‘the originai set of ’
i tructural equations are estimated by ordinary 1east squares usinq <
) ‘the predicted va]ues of the endogenous variables andbobserved values
' of the predetermined variables as independent variab]es. Coefficients
esti;ated‘h*\this two stage procedure are sti]] hiased but are

- consistent and more efficient than the values that would have been f
% , 4




o tfor 10-year intervals expreSSEd in percentages. Therefore, these

. S A3
‘S . : . .
[ Y . Y ‘ ] . ] ) ) ) 4\'.“
o obtained_using the ordinary least'squares technique (Johnston, 1963; -

: Goldberger, 1964). - ) of the predetermined” variables® and all .

- seven of the endogenous variables (Fiqure 1) are measures of chanél

3

._'Zparameter estimates my . be interpreted as partial elasticities, .

.g.. for every percent change in X Y chanqes § xy.z percent
 These param;ters have the advantage of being unit free. However; ,f
unlike the elasticities derived for. the 1og-log model used .
: frequently in economicS'(Coleman, 1968; Hanushek and Jackson,_19}7:
:79 98);‘the partial e]asticities~presented'here are by nature of
their computation constant for a11 values of the variables involved
Parameter estimates for the structural equations obtained by using
this me\hod are presented_in the next section.
. . TheiStructura]-Equations
! -, _ﬂ o
. An equation is written for each endogenous variab]e inc]uded in
the model. -The coefficient indicates the direct effect that an ;
| independent variable has on a dependent endoqenous variab]e with the
effacx ‘of all other variab]es appearinq in that equation contro]]ed |
(Suits, 1962) For example, income inequa]ity in 1960. is considered
"'to be affected by both median family income and racia] composition
| of the labor force in 1960. 4The equation then is: n

(1) 1II60 = .494 — .026 MI6O + .001 BM6O

R2 = .75

.



' multicollinearity, the signs are as expected an

. _.’.'|4_" .

The numbers shown in parentheses are t-values for the regression

~

coefficients. They indicate the multiple by which the regression

s

coefficient ‘exceeds. the standard error. The squared multiple correla-

l} . -

| tion coefficient is shown below the equation. It is adJusted for

1

degrees of freedom and represents the proportion of the variance in f
the dependent variable explained hy the model The R2 presented |
here for two stage least squares equations 1s analogous to the ﬁz

for ordinary least squares‘(Hanushek and Jackson, l977 269)

The 51gn of the coefficient for median 1ncome s’ negative as

' : expected }n additioh the 51gn for the proportion of the male labor

force which is black is strongly positive. This reflects the
disproportionately Tow wages paid to blacks in agriculture .and .
manufacturing in 1960 (Sale. 19725 U S, Bureau of ‘the- Census, l967)
The second structural equation tests the hypothe51sﬂthat manufac-
turé’s seek oyt low-income labor forces or communities with high
income inequality (a few wealthy entrepreneurs and a large low-income

labor force) The positive 51gn the ent for'income

inequality and the negative for median incomefsupp0rt the

hypothe51s.‘ q . - . '=‘_c'f
(2) AMNF = -17. 54+ 152.6 T160 ~ 11.61 MI60
_ . ' - (1.00) (<6.37) - _ ,
~ ' ? : . "R%? = .40

As indicated by the ‘t-values the standard rror for 1160 is more

* than half as large as the regression coefficient _ This is to be

expected as income 1nequal1ty and median income are highly, but

negatively correlated ( .80, Table 1). ~In spit;\of this evidence of

with an adJusted R2 of .40,

‘; o Av" - .155-

the fit is reasonable J

7
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Increases in 1abor force participation, usua]ly in the'form of

3

working women and fami]res with two or more JObS, are eiﬁected outS1de L

‘:i the high]y«profe551onaTized communities and the predoninate]y b]ack t~
“-economies. Both coefficients are negative anaémore than twice their o
,.standard errors. The hypotheses ar’e supported . -

L4

(3 - APLF = 11.47 - 136 B0 - 4153 APR o
) ' (-2 91) (-6.69) e .
.\ | ' - L . . - .. 51 -
. i'The increase in management and administrative occupations is a function o
of a more speciaiized div1sion of 1abor which fo]]ows professionalization
¢
.of business and government serv1ces. A]so specwa]ization of" the
;-managemdntvfunction is enhanced when the median income ofdthe community
can support and demand moye speciaiized profes51ona1 services. As'V';

'hypotheS1zed both 51gns are positive and. the coef@icients are more than

tw1ce the size of their standard errors. = ‘ o =
.v": . (4) AMNG = 44, 1 + .42 AMI + 44 APR oL -
N L (@ 69) (4 24) -
O D # e

e Iﬁcreases in- the white share .of male emp]oyment is 1arqe1y a
‘:'function of the out-migration of b]ack males from the ruraJ South durunq ) .
| ‘the 19605. At the .same- time, agenc1es, institutions, and bu51nesses '
'g'have attracted managerial skills, primari]y white ma]es, from other .

: regions. The coefficients for both of these variables are positive
. (+) in sign as hypothesized As a means of defining the JO1nt '_
. conditiona] probabilities distributions of AMBE and AMWE, the former )
Q is also included 1n the equation (Strotz and No]d 1971) :"
expected AMBE ‘has a negative coefficient, -.376. The gqation (5)

’accounts for 6 percent of ‘the. variation in the- chanqe in the white

2
share of ma]e emp]oyment




Y -
L =16-
eases in the. proportion of male emp]oyment which is b]ack is.

e, s

certain to b negative]y related tothe. coerSponding white- ratio..

The simplel??near corre]ation will be less than perfect except for the |

v case iﬁ which each county started w1th an equal 50 percent black and
white ma]e employment ratio._uThe bJack male emp]oyment ratio is~ a]so -
likely to increase W1th the increase in manufacturing emp]oyment as

1ong as there is a surp]us of 1ow-wage black ma]e 1abor.

(5) AE = +13,02 + i1 AMNG 5 376 AMBE .51 B0

(1 89) 87) * (8.36)
‘ : ) 68 E
- L ) - U .. ;‘5! )
/ T (6) = «20,2 - 28 AMWE + .22 AMNF + .11 AOPF
Cot T .(-2 10) (2 93) (1 28) '
. o . . s “R2 = 28 .
i Final]y, it may be expected that a we]fare system which makes 1t

more_rewarding economically for 1ow-income fami]ies to maintain
:separate residences for the women and chiidren on the one hand and for
' i_the men.on- the other w111 iead to a p051t1ve rciationship between the
increase in the proportion of one parent‘families and the proportion of
| iow—paid males (in this case .black ma]es) in the labor force.,' .";'
The signs for the coefficients of these three variables (6)'are 3
,all as. hypothe51zed but the standard errors are re]ativeiy large,
particu]ar]y for the one parent family variabie. It is 11ke1y that

,some non-linear fit of the AMUE variab]e would’ increase the R2 from its

'reiativeiy 1ow 28 percent

’

. Contributions to the 1ncrease of median family income are expected-

~from increases in education and manufacturing mhile a, neqative sign is.

expected for the b]ack male employment share variab]e. These hypotheses

. Ly ', R .




are subborted However, the Ré is on]y- .003. It shou]d be observed ' ;v-
| rthat the coefficients for AMNF and AMBE ‘aré extraordinarily 1arge and - |
Cin opposite directions. This is a sign of mjjticoiiineartty, at 1east

Ly dn this ZSLS soiution.

4 o (9) AMI = 2420 + 1.1% AMEF - 2.57 AMBE :
R | LG - 43 . L
L 476 AMSE © . ~ B
. . L (1'72) T 'I . ', N . ) ] i ., ‘4
e : — ' '/ o '. . ! 'f' : _ '» .003 ' 4

| \An alternative equation (7a) 1nc1udes MI60 as’an exp]anator_' ariable

. in:the p]ace of AMNF/' In effect inclusion of MI6O represen
'””icontrol for the starting point in measuring the dependent variabie& _5;
B AMI.' For each additionaT one thousand=doi]ars median income in 1960 |

a county s AMI 1ncreased at a rate equai to 22. 63 pengentage p01nts
' %’siower. Typica]iy, counties unth.high median 1ncomes will - 1ncrease é@

at s]ower ratio than counties starting with 1ow median incomes.’ - i@i-

’This 1s true even though the actual dol]ar gap may be widening. The ,.,

| interesting observation in this rigorously contro]]ed equation is -

<
) Ga) mas 154.91 < 1.04 AMBE + 076 AHSE - 22.63 MI60
/ o (-289) ICELE (~ 10. 78) :

B 2= ,70
| ‘:4that the coefficie:ts for AMBE is sti]] a negative 1. 04 and AHSE 1s
| a positive 0?6 A significant factor leading to increasinq med1an
~ family incomes 'has been\the relative decline of . maqe b]ack emp]oyment
Less significant but neverthe]esg positive is the effect of an .
_ increasingfproportion of high schoo] educated adul ts upon‘ﬂFdian |
' fami]y income. - Ce "i‘. - \k\. o

e .

&7 . -..‘ R
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f: It shou]d,be observed that in both (7) and (7a) incréases in N
: management and white ma]e emp]oyment shares are acting indirectiy
‘*;_through decreases in biack maie emp]oyment shares to cause an ancrease .

‘ffi“ median income\\ Note that the product of the 51ons on the path fromqéggz

.
-

V managers to median income is positive (Figure . - L ‘__-, )
‘ ? "The maj0r contributor to the deciine in income 1nequa1ity is l; ; i

v :‘expected to be an increase in median income fo}lowed by increases in '-‘_,
-ih labor force participation rates. Indeed both of these coefficients dp/~
have negativevsigns and their coefficients are 1arger than tw1d§ their |
;standard errors. The 1abor force participation variabie s re]ativeiy o
‘stronger than expected suggesting that in the middie and 1ower-mudd1e i

, :cias‘s comnunities more and mové famihes are trying to keep u’with the 4'

_éverage ;égrease in megian fanﬁiy incomg by ho]dingzieverai Jobs. -

047 AMI - -

, (8 a11 = 23.54 # .15 AMBE - 158 APLF
v . )) o (1 32) (-2.27)" ~(-2.20)
I : + .08 AOPF : :
o < '(1.90) ‘

> !

| ' pﬂ lﬁi, E RZ. = .30 1,v

As eXpected change in the proportion of one parent famiiies has
g positiVe regre551on effect upon change in income . inequaiity. Also o
the sign for change EP the maie b]ack employment share is positive
But considering its +.33 zero order correJation with change in 1ncome i: '

’

inequg]ity, the direct effect is much smaller than would be expected

‘ .

The severa] positive indirect effects in the model, e. g., via eng or L

AOPF, apparent]y account for this unexpected finding.
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_ | Ihis mode] 1s of very L1ttfe help 1n suggest1ng how qreafér\ga1ns . _‘~
1n nediin fam11y income or greater decline§ in income 1nequa11ty can ;‘, =
c-i'

b: brought abéut This 1s because mostjbfrfhe variab]es are not |
d1rEct1y manipulab]e by po]1cy. As a too] to mon1tor our proqress q'ﬂ

toward these goa]s, however, the model is useful—J “For: examp]e, as the f
' ,ﬁf

1 N
‘

-

b]ack and white ma]e labor force becomesTmore 1ntegrated theJ _
sf/nificant d1rect effects of these yariables upon change in med1an
L 1ncome (Equat1on 7) will fade. Th1s W111 1eave a negatgve d1rect
| . effect from AMNG to AII 1n p]ace of the current negat1ve 1ndirect w,;_. o
b :;‘ effect via AMHE and AHBE (In F1qure[1 note that the product of the
| signs Tinking these variable is negat1ve) S1m11ar1y, d’th.a fad1nq
of ‘the: effects of racial 1abor force share variab]es AMNG w111 be

r

1eft with a positive dﬁrectgfeedoack effect upon AMI 1nstead of the ;;

//fcurrent ggsitive 1nd1rect effect via AMNE H1th cont1nued proqress i

~in 1ntegrat1on this mode] posits a centra] role for managers. S

~o, 4

,S1m11ar1y, other strucfﬁra] changes can be-observed o ’ }_\ - .
Also, further ref1nement of this mode] w111 be usefu] Computation g
E of the reduced form equat1ons for-example, w111 a]]ow the express1on
of each endé?enous variable as functions of the predeterm1ned var1ab]es
"- 1nc1uded in the mode] : The coeff1c1ents can be 1nterpreted as - e
' measur1ng the coMb1ned‘ﬂrrect and indirect effect of each predeterm1ned
.variable on the: endogenou§>var1ab1e a11owing for adJustments 1n other |
endogenous var1ab1es (Anderson, 197u, Suits, 1962) - .
With the 1980 Census at hand and a wea]th of comparab]e data for
~all states, a two decade study 6:Ieconomic and soc1a1 development

> . - .
. . * . i
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fOIIOW1ng the c1v11 r1qhts movement 1s nceded both to ref1ne pur ode]s

of what has beeﬁ ach1eved and. to chart our~prbgvess object1ve]y,
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